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This paper investigates an important feature of market design: pre-trade 
transparency. Since changes in transparency regimes are rare, analysis of each 
event becomes more crucial in our ability to evaluate prevailing theory 
accurately. We examine the natural experiment affected by the Shanghai and 
Shenzhen Stock Exchange when it publicly enlarged information disclosure 
scope in the limit order book, December 8th, 2003. This change in 
transparency regime allows us to isolate the effects of increased transparency 
on market quality, such as informational efficiency of prices, market liquidity, 
volatility, and asymmetric information. The paper includes five chapters as 
follows: 
    Chapter 1 is literature review. There are three main research methodology 
on market transparency in foreign literature, that is theoretical model, 
empirical research and experimental investigation. At the end of the chapter, 
the author summarize both foreign and domestic academic literatures in this 
field. 
    Chapter 2 introduces the information disclosure institutions in Chinese 
Stock Markets，including Shanghai Stock Exchange and Shenzhen Stock 
Exchange. 
Chapter 3 provides details on the research designs, including three parts: 
Methodology, Data & sample and Hypotheses of the empirical research. 
    Chapter 4 presents the empirical results of our tests concerning the 
informational efficiency, liquidity, asymmetric information and volatility. We 
find that transparency does matter, improving the market quality. 
    Chapter 5 describes conclusions, insights and the creations & shortages of 
this paper. 
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